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TAGS: EAGR, ELAB, ECON, CE 

SUBJ: GSL ANNOUNCES WAGE INCREASE AND RISE IN OEEICIAL 
PADDY PURCHASE PRICE 

REF: COLOMBO 850 

1. GSL ANNUNCED MARCH 29 TWENTY PERCENT WAGE INCREASE 
EOR ALL PUBLIC SECTOR EMPLOYEES EARNING LESS THAN 

RS 800 PER MONTH. TEN PERCENT "SPECIAL ALLOWANCE" 

GRANTED EARLIER TO THOSE DRAWING MONTHLY SALARIES BELOW 
RS 400 IS NOW WITHDRAWN. TEN PERCENT INCREASE EOR 
PRIVATE SECTOR WORKERS ALSO ANNOUNCED, INCLUDING 
PLANTATION LABOR, ADDED TO EARLIER TEN PERCENT INCREASE 
GRANTED IN OCT 1973. INCREASES CAME INTO EEFECT 
APRIL 1. ALTHOUGH INCREASE SUBJECT TO MAXIMUM OE 
RS 50 PER MONTH, ADDITIONAL COST TO GSL TREASURY ALONE 
ESTIMATED AT RS 140 MILLION PER YEAR. 

2. EINANCE MINISTRY ALSO ANNOUNCED SEPARATELY ON SAME 
DAY THAT PADDY MARKETING (PMB) GUARANTEED 
PURCHASE PRICE EOR PADDY HAS BEEN RAISED FROM RS 25 

TO RS 30 PER BUSHEL. AT SAME TIME, PRICE OE PAID 
MEASURE OF RICE ISSUED UNDER RICE RATIONING SCHEME 
CONEIDENTIAL 
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INCREASED EROM RS 2 TO RS 2.30 PER MEASURE IN EFEORT 
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TO OFFSET INCREASE IN PADDY PURCHASE PRICE. 

3. COMMENT: THESE DECISIONS ARE POLITICALLY RATHER 
THAN ECONOMICALLY MOTIVATED. INCREASED PADDY PURCHASE 
PRICE IS NOT SUFFICIENT TO ATTRACT RICE FROM PRODUCERS INTO 
OFFICIAL CHANNELS SINCE BLACK MARKET PRICES NOW SUBSTANTIALLY 
HIGHER IN MANY AREAS. WAGE HIKE WILL FUEL CONSUMER DEMAND 
AND MAKE COMMODITIES RATIONING MORE DIFEICULT. WHAT 
DECISIONS DO SUGGEST IS TRADE-OEF BETWEEN RURAL AND URBAN 
FACTIONS IN CABINET, WITH LATTER ATTAINING LARGEST SHARE OF 
BENEFITS. WAGE INCREASE ALMOST FULLY MEETS LONG-STANDING 
DEMAND BY PRO-GOVT UNIONS DOMINATED BY TROTSKYITE 
LANKA SAMA SAMAJA PARTY (LSSR), DEMANDS WHICH WITHIN RECENT 
WEEKS HAVE BEGUN TO INCLUDE THREAT OF PROTRACTED STRIKE 
ACTIONS DURING MONTH OF APRIL. PLANNING MINISTRY SOURCE HAS 
TOLD EMBOFF THAT SERIES OF RAPID ADJUSTMENTS IN PMB AND 
RATION PRICES AND RATION QUANTITIES COULD BE EXPECTED OVER 
NEXT SIX MONTHS. SOURCE PREDICTED SUCCESSIVE CHANGES WOULD 
REFLECT POLITICAL PRIORITIES AND INABILITY OF GSL TO FOLLOW 
ANY LONG-RANGE COHERENT FOOD SUPPLY POLICY. 

VAN HOT.LEN 
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